The March 1 staff report and April 6 addendum hlasen combined in this
document for ease of use. The addendum begins Ihqf.the document.

March 1, 2017

Staff Report to Senator Hill

RE: PG&E customers with unexpectedly high Decembe2016 and January 2017 bills

Summary

Rate Structure:

Residential gas bills are structured in two tietsstomers are charged at the Tier 1 rate,
which is below the marginal cost of gas, until thegch a specified usage. Subsequent usage
is charged at the Tier 2 rate, which is above mailgiost of gas.

The difference between Tier 1 and Tier 2 winter rgdss is roughly 40%.

The amount of usage allocated to Tier 1 is calked'baseline allocation” and is set to be

70% of the average customer use during the winter.

The baseline allocations are calculated at diffelerels for different parts of Pacific Gas and
Electric Co (PG&E) service territory to account &imate differences, allowing customers

in colder climates larger baseline allocations ttexse customers in milder climates.

Findings:
Gas and electric bills submitted by customers aifaGas and Electric Co. (PG&E) were analyzed
to determine possible causes for unexpected loileases in December and January.

Bills were consistent with published rate schediresl cases examined.
PG&E system usage was higher in January 2017 draumedy 2016, likely because of more
sub-40°F nights. Weather in December 2016 wasairtolthat in December 2015 and so
unlikely a significant factor in any December lmitreases (Figure 2).
Large bill increases occur because many of therfaetre not additive but multiplicative,
such as:

0 Recent rate increases

o0 Higher usage (21% system-wide increase)

o Higher wholesale natural gas commodity prices

0 More usage leads to a higher percentage of usieir2T
Because these factors multiply, a 20% increassage from January 2016 to January 2017
can lead to a 40% higher bill.
December and January billing periods have too Itaseline allocation—roughly 55%
instead of 70%—so customers have an unnecessayflgriproportion of usage in Tier 2.
This is because the baseline allocation is deteythiy the average customer usage from
November to March, even though usage is signifigdess in November and March than it
is in December and January.
Perhaps the largest factor contributing to billgbhis that thermostats and other temperature
control devices operate without customer intervamtand so customers often don’t know
that they'll get a high bill until it is too lat&his is not the case with other energy sources,
such as gasoline. The CPUC has examined this oballi@ electric rates but not in gas rates.
Whysome customers had soaring usage—hence soaisg-bihs not determined, as bills
explain how usage is translated to the money cust®must pay, but bills do not explain
whyusage is high.



Recommendations:
This memo makes the following recommendations:

1. PG&E and the California Public Utilities Commissi@@PUC) should re-examine Tier 1
allocations to ensure that they comport with tla¢usbry mandate of between 60-70% of the
average customer’s usage during the winter.

2. PG&E and the California Public Utilities Commissi@PUC) should consider splitting the
winter gas baseline period in two, which would ke
o0 Lower January and December bills—historically tighkst usage months in
Northern California—»by increasing the Tier 1 ragage allocation and lowering
both Tier 1 and Tier 2 rates for those months
o Dampen bill volatility
0 Better buffer customers against bill increases @dy abnormally cold winters
This change would raise November and March billsiégreasing the Tier 1 rate usage
allocation and increasing the rates.

3. PG&E and the CPUC should consider how to go beymillidg information to determine
why some customers have consistently significaghdri-than-average bills in order to help
those customers reduce their usage, perhaps thomsie energy audits.

4. PG&E and the CPUC should consider how to betteraditp customers when and how to
reduce their usage to avoid receiving unexpecteidly bills at the end of winter months.

5. The CPUC should examine the extent to which PG&&arers use price alerts to manage
their bills and how effective those alerts are. FG#hould develop metrics for customer
engagement with their bills and consider settinglgfor use in its executive bonus
compensation program.

Methodology

PG&E customer gas and electric bills submittedhis office were analyzed to determine the reason
for unexpectedly high utility bills in December B)and January 2017. Bill costs were confirmed
against published rate data, and cases were sadulatng Microsoft Excel. Tiered residential gas
schedule G-1 and tiered residential electric sclesdt-1, E-1 (all-electric), EL-1, and EL-1 (all-
electric) were examined. Time of use schedules wetexamined due to a lack of hourly data for
comparison. Weather information was obtained frofWS (remote automated weather system) data
for Ben Bolt (El Dorado County, 904 ft. elevati®®G&E baseline territory “S”) and Los Altos (Santa
Clara County, 645 ft. elevation, PG&E baselineitery “X”) stations.

Significant bill increases caused by rate increasggsage increases, and tiered pricing

PG&E gas bills are generally higher for this wirttesin they were last winter. For a customer with
the same usage, this increase was 18-20% for Desreanid roughly 10% for January. These
increases are based on the increase in the whslesstl of natural gas and on rate increases approve
by the California Public Utilities Commission (CPYi@ 2016. Natural gas usage, however, was
higher in January 2017 than in January 2016, amdhitlining block tiered rate structure can turn a
20% increase in usage into a 40% increase in bill.



Bills provided to the office were compared to PG&[published gas and electric rate schedules. All
bill costs were commensurate with usage listedilis Many bills had significant cost increases
from prior billing periods and prior years.

Bill cost differences between months—for instanegveen November and December—are to be
expected, as much more energy is generally useuefiiing in December than in November. To
determine reason for unexpectedly high bills thistev, bills were modeled using published rate
schedules and model usage data.

Gas and electric rates increased in 2015 and 2016
PG&E rates have increased through a number of casles past few years:

» PG&E’'s 2014 General Rate Case, approved by the GRWQgust of 2014, led to an
increase of 8.5% on the average electric bill adétdon the average gas bill.

 PG&E’s 2015 Gas Transmission and Storage Rate @ppepved by the CPUC in June of
2016, led to a 14% increase on the average ga3hdlincrease was primarily fueled by
PG&E’s requests for funds to improve gas pipeliaety in the wake of the 2010 explosion
in San Bruno.

* The lateness of the 2015 Gas Transmission anddggtétate Case required the rate
increase—intended to begin in January of 2015—tspbead over 2.5 years instead of 4
years, leading to a larger than expected rateaseren mid-2016.

* PG&E has a pending application before the Fedaratdy Regulatory Commission to
increase its electric transmission rates, whichldvappear in future electric bills.

Natural gas wholesale price increases have led t®8.5% increase in the cost of gas for PG&E
from January 2016 to January 2017, increasing theweerage bill by 4%

] Wholesale natural gas prices have been low fop#st several
—  years, but have nonetheless fluctuated signifigaRG&E’s
o | i, | weighted average cost of gas has increased 28d&@%January
L A _A ’ A 2016 to January 2017, and this increase is passamlaustomers.
wa LA ST "\;\ y U { Customers have only been partially exposed to velatde
U | commodity price fluctuations, as PG&E has significportions
I | of its supply under firm contract. PG&E and its tousers are
2o | w 1 partially insulated from seasonal fluctuationsitases its storage
: fields to supply winter gas.

Jan-15  Jun-16  Oct-15 Feb-18 Jun-10  Oct-18 Feb-17

o nawralgasinteleo™  \While contracts and storage may temporarily prepeice spikes,
Figure 1: Wholesale natural gas if.wholesalg ngt'ural gas prices increase signiﬂy_amd rer'nain'
commodity prices at PG&E’s high for a significant stretch, customers could lsgher prices in
Citygate hub. future winters.

Usage was 21% higher in January 2017 than it was ifanuary 2016

Many of the bills examined had higher energy usagarticularly in January—this winter than last
winter. PG&E data on gas usage for residentialssnall commercial customers is consistent with
customer perception of greater usage. While theageedaily gas usage was only 1.0% higher in
December of 2016 than it was in December 2015 ageedaily gas usage in January was 21% higher
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Figure Z: Low temperature ranges at Ben Boit and Los Aitos remote automated weather siations for December

hoth cites had more colder January days in 2017 than in 2016,

year-over-year. In fact, January 2017 saw the ge¢®G&E system gas usage since January 2013.
We are unable to definitively determine the causdHe increased usage, but a colder January is
likely to have played a significant role.

More cold days in January 2017 likely to have ledatincreased gas usage over January 2016

Both temperature and humidity determine how mudar@nis required to heat or cool one’s home to
the desired temperature. To examine the differefitemperature and humidity between December
and January this year and last year, atmosphetiacfidam the Ben Bolt and Los Altos remote
automated weather stations (RAWS) were examinea .Hdt station is located in western El Dorado
County 15 miles southeast of EI Dorado Hills, ammd Altos station is located one mile west of
Foothills College in Los Altos Hills.

Humidity can increase heating costs, as energggsired not only to heat the air but also the water
within the air. Average temperatures and averalg¢ive humidity were used to calculate the
absolute humidity (relative weight of water to dgth December/January last year and
December/January of this year. Though dependenegemage daily quantitiesmitroduces
assumptions in the calculations (as will be diseddslow), no significant differences in the maistu
content of air were found, suggesting that humidity/not likely contribute to higher energy usage.

Though average temperatures in December of in 28816015 differed by less than 1°F, the average
temperature for January 2017 was significantly ilewky 4.0°F at Ben Bolt station and 3.6°F at Los
Altos station. Averages, however, do not tell tHele story, as heating energy usage is more
correlated to the number of cold days than it ih®average. As can be seeffrigure 2, both sites

had considerably more cold low temperatures indignof 2017 than in January of 2016. The
standard deviation in temperatures was greatarnnaly of 2017 than in January of 2016, indicating
a wider distribution of temperatures, suggestirag the difference in heating need between the two
years is even greater than the difference in aegi@mperatures would imply.

! http://www.pge.com/pipeline/operations/historicathives/mo_customer_class/index.page
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Nonetheless, some of the customer bills analyzpdared to be too high even in warmer months.
Many of these customers are on a fixed incomeniaditely, the reasons for apparently high “normal”
usage were undetermined, as bills tell how mucinggngas used, but they do not explain why.
PG&E and the CPUC should find ways to look beyoifld to help customers figure out how to
lower their energy usages, and they might not ke taldo so without on-site energy audits.

Many customer gas usage increases were in Tier 2tes, which are roughly 40% higher

The Warren-Miller Lifeline Act of 1976 (Act) reqed the
California Public Utilities Commission (CPUC) tceate a
“tiered” system by designating a baseline quarmtitgas
and electricity necessary to supply a significaortipn of
the energy of the average residential customeelat\b
average cost, while additional usage would be dthay
above-average cost. The goal had been to providtabte
rates and encourage conservation. The Act reqthegdhe
baseline quantity for electricity cover between 5884
60% of average use and that for gas (and elegtritit
electricity was also the heating source) to be betw60%
and 70% of average usagBG&E, with the approval of the
CPUC, has set the baseline gas level to be aigheshd—
70%—of average usage in the winter.

Baseline amounts are set based on geographiotgrrit
allowing customers inland and at higher elevatimose

Figure 3: Map of PG&E terr'\ﬁtories used to

determine baseiine aliocation. Different baseline energy at the lower rate than custometseon
letter territories have different baseline coast, as climate leads to greater heating needsefo
allocations. Courtesy of pge.com. former than the latteiF{gure 3).

The difference between Tier 1 (baseline) and Ti@t®@ve baseline) rates in winter months has been
largely constant at roughly 40%, though the diffeein summer months is around 43%gure 4
shows how gas usage is charged at the
lower Tier 1 rate until the baseline

. . Rate
allocation for the month is reached. After (stherm)
the baseline allocation is reached, the SLBT Y e TiF 2
remaining usage is charged at the higher 40%
3 7 N Tier1

Tier 2 rate. For example, if a household
consumes its baseline allowance halfway
through the month, the second half of the
month will be charged at a rate roughly
40% h|gher Baseline allocation

Usage (therms)

Figure 4: January 2017 gas rates. Tier 2 rates are 40% higher than Tier 1 rates

2 Public Utilities Code § 739.
3 Settlement, 2014 PG&E General Rate Case, Ph#Bedision Application 13-04-012) , p. 7.
http://docs.cpuc.ca.gov/PublishedDocs/Efile/GO00MK125/101125976.PDF
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Winter baseline allocations are inconsistent withtatutory requirements, leading to higher bills
in the coldest months

The jump in bills that customers see between Nowgrahd December is not solely attributable to
increased usage, but also reflects artifacts of th@vipaseline allocation is calculated. Gas baselin
allowances are calculated to be the statutory mamiraf 70% of the average customer’s use in two
seasons—summer and winter. Within the winter sedsomever,
Montn | 70 Of Usage customers have dramatically different usages depgrmh the month, and
n Tlerd so the “average” customer in the average yearigagisantly less of their
—— usage in Tier 1 cold months as he or she doesim&ranonths. As can be
Janugw' T e seen inTable 1, when gas usage (and bills) are low, the “average”
= E— customer has nearly 90% of usage in the Tier Ddoember and January,
a7 4% on the other hand, the “average” customer hashess60%. In fact, in no
winter months is the baseline within the statuyomilandated range of 60-
70%. The effect of this is to depress bills in Nober and March and
cause them to spike December-January. As can barsEmgure 5,
November and December have had consistently differsage, but they
have the same baseline allocation.

Tahla 1: “Averagse” ucer’s

baseline allocation as

This effect is partially responsible for why cusembills jump from November to December, creates
bill volatility, and leads to greater exposure igher December and January bills during abnormally
cold winters.

PG&E and the CPUC should consider creating a tiandbaseline season between summer and
winter that includes November and March. By splgtthe winter into two baseline seasons,
customers would benefit from lower rates and hidiaseline allocations in the coldest months in
exchange for lower allocations and higher ratabé@transition season. The effect can be seen in
Table 2, in which baselines and rates were changed to tkeepeasons approximately revenue-
neutral (given the use of “average” data). The Tiesage for the average customer in baseline
territory “S” under the transition season scenerimuch closer to 60-70% statutory requirement.

1300

Though no similar analysis was performed

< 1600 —
for the baseline allocations for homes using & = g —=—%—g5 - o
. . . = 1400 -
electric heating (“all-electric”), the < i;z \'//.\'/\\\ /,F
December/January volatility and bill spike :&fmm Y w o,
could be even worse as the winter season als® a0 ,_V’
a

includes April. Such an increase may,
however, be masked by other electric usage
in a single large bill. Changing the winter
season for gas would also suggest changes i
the all-electric baselines and rates.

bU0

400 =—t—November =—i=Decermber

200

arage System

< 9

| | |
2006 2007 2008 2009 2010 2071 2012 2013 2024 2015

Figure 5: Average Residential & Smzll Commercial Usage, 2006-2016

" “Average” use for the purpose of the followingaahtion is approximate, as data for average useaseline
territory and the number of customers in each r@sédrritory was unknown at the time of this repor
Calculations assume the baseline allocation teyrit®” is at its stated 70% of average use andge@d proxy
for the weighted average baseline in all PG&E terieés. Roughly 3% error in the calculations carekpected.
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bie 2: Gas Bill Leveling Through Adoption of Transition Baseiine Season

Proposed 3-Month Winter, 2
Month Transition

Juy | % Usage b2 Iy‘ ~ e 198 Usage ]l :_B”l Difference
‘ | inTierl (therms) inTier1 (s) %
1.92 1.48 $97.08 08.5% $13.31 15.9%
221 59.89

192 §159.98

-57.94 -7.0%

1.92 §113.21 2.21

L.2L 2/l 33 24870 L.87 SOV S L. o7 el 13,570

PG&E has proposed a similar change in its 2017 aéRate Case application to alleviate high
electric bills due to air conditioning in hot regg) proposing to reduce the summer electric season
from 6 months to 4 months to “dampen the volatilitghe Central Valley, especially Kern County,”
also noting that “[n]obnly is bill volatility significantly dampened, sl drop by an average of 7
percent during the foumost extreme months, June-SeptemB&G&E has not, however,
proposed to change the baseline seasons for ngagalhe CPUC should also consider how
PG&E’s proposed increase of the “winter” electaterseason from six to eight months might
affect the December through February bills of &k#&ic customers (who rely on electricity for
heating), as it is likely to lower their baselineation December through February, putting
them at even greater risk for higher bills in tidédest months.

In consideration of a possible baseline transigieason, PG&E and the CPUC would need to use
PG&E's extensive customer data to consider nottheseffect on the “average” customer under
average weather (usage) conditions, but the effechany types of customers under a variety of
scenarios.

Customers have limited ability to understand theirusage and its cost implications until after
their bill comes, which is too late

Unlike with gasoline in an automobile, in which tareers buy fuel in increments, see the price
immediately upon purchase, and have a gauge 1&sricbm their view to monitor usage, gas and
electric customers generally do not have signaswiould help correlate their behaviors to their
usage to the price they need to pay for utilitwiserexcept in the form of a bill that comes at ¢inel
of the month, after the usage has occurred. Additlg, utility customers such as gas have highly
seasonal usage patterns, and receiving Novembes’bith provides little guidance to how to keep
usage (hence cost) low for December.

While the ability to store natural gas in both ag® fields and in the pipeline largely eliminates t
operational concerns that drive time-of-use priémglectricity markets, the poor price signalirfg o
tiered rates is clearly at work in gas bills, legygio the surprise of many customers at seeing such
high gas bills.

* PG&E 2017 General Rate Case Phase Il (A.16-06;Q8pared testimony, Exhibit PG&E-1, Volume 1,
Chapter 4, p. 4-Ghttps://pgera.azurewebsites.net/Reqgulation/Valldatfccess?docID=378136
5
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To mitigate this problem, PG&E
offers a “balanced payment plan|
that spreads the expected cost g
high gas and electric usage
months over the entire year with
the goal of making bills more
constant from month to month as
well as price alerts to provide
notification to customers when
they reach an expected gas bill
cost threshold. Customers can
sign up for an alert through their
online account and can receive
notifications via text, email, or a
phone call. This alert system car
only be considered effective if a
significant number of customers
have signed up for these alerts.
Even so, alerts have drawbacks
A price/usage alert set for a low-

Electric tiers have undergone dramatic change® she
beginning of the last decade. Before the elecyrimiisis,
PG&E had only two tiers for electricity. After tleisis, it had
five tiers. PG&E is now at three tiers, and custsm@an enroll
in one of two time-of-use pricing schedules, witleak” rates
higher than “off-peak” rates, meant to incentivizestomers to
shift their electricity usage from high to low syt demand.
Part of the rationale for time-of-use electricitjcpng is that
many believe that tiered rates don’t actually emage
conservation, as customers have poor signalslthésh when
their bill will be high. The state’s 2008 Energytiamn Plan
Update highlighted this problem in the context lettic rates,
stating that

“Although [consumers] are encouraged to conservergy
overall through tiered tariffs where higher usagests
more, there is no time dimension to their prices thould
help encourage reducing usage at peak times when
electricity is the most expensive.”

heating month such as June is

irrelevant to a winter month like December, ahiesieverse. Additionally, those participating ie th
SmartMeter opt-out program have no access to lusfmgenation except to read their meters

themselves or wait for their bills.

PG&E and the CPUC should consider how to betteraditp gas and all-electric customers when and

how to reduce their usage to avoid unexpectedlly hitls at the end of winter months. PG&E has

allocated 25% of its 2017 employee bonus compearsatiogram to customer measures—15% to a
customer survey and 10% to a reliability meaSiR&&E should consider setting a goal for customer
engagement with their bill—through price alertdabaed payment plans, or by some other means—

and adding this goal to its 2018 bonus compensatiogram.

® Called the “Short Term Incentive Prograrhttp://d18rnOp25nwréd.cloudfront.net/CIK-
0001004980/f6d39e70-f48c-49a4-aelb-1c4937blele?.pdf
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Appendix: PG&E’s average daily system use for core (resideahd small commercial) customers
from the 2006-07 year until this Februdry.

Table 3: Average Daily Residential/Small Commercial PG&E System Gas Use (MMcf)

112010-11

2011-12

November

1,025

1,288 1,059 866 1154

825 746 651 881

564 526 507 543 494 475 536 541

504 447 430 448 433 434 416 447

August 441 410 408 438 413 393 362 421 419
September 475 4437 B5 443 460 475 438 4iz 386 aiy 438
October 614 530 588 554 564 539 602 467 412 506 538

Blue boxes indicate winter baseline months. Red boxes indicate summer baseline months.

" Fromhttp://www.pge.com/pipeline/operations/historicathives/mo_customer_class/index.page
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April 6, 2017

Addendum to March 1, 2017, Staff Report to SenatoHill

RE: High Winter Bills for PG&E Customers Who Have Chosen Not to Have Smart Meters
Installed

Summary

Some customers who have chosen not to have a $tatet installed saw their February 2017
PG&E gas billdouble andtriple from their February 2016 bills without any demoatgd increased
usage, but purely as the result of an artefacG& P usage estimation methods.

Context:

Since January 15, 2016, Pacific Gas and Electrid@G&E) has implemented bi-monthly
meter reading for customers have chosen not to &&reart Meter installed, pursuant to a
California Public Utilities Commission (CPUC) orderstead of monthly meter reading, as a
means to reduce the meter reading costs in thet$meder Opt-Out program.

While Smart Meter Opt-Out customer meters are oedyl every other month, customers are
billed every month, and for months where the meteesnot read, PG&E estimates usage.
Smart Meter Opt-Out customers who submitted higls tw the office had PG&E gas bills
that estimated February usage to be the sametasf thenuary usage.

Findings:

PG&E appears to estimate winter gas usage in mavtiea the meter isn’t read based on the
previous month’s usage, instead of historical usage

This practice has led to extremely high Januaryfetatuary bills for customers whose
meters were read in November and January. Thitelas some February 2017 bills to be
more than triple those in 2016despite the fact that the customers’ actual usage f
February was unknowiThe only silver lining is that these customens eapect a very
low—perhaps negative—nbill in March.

Estimation based purely on previous month’s usagecause customers to pay more based
on whether their meters are read in even or oddimsdéor the same amount of usadeis is
because poorly estimated usage can cause actudl tgage in one month to be recorded as
Tier 2 usage.

While the CPUC has approved bi-monthly meter regdiith bills based on estimated usage
in the months in which the meters are not readCREIC has not required approval of the
estimation methodology.

PG&E’s method of estimating bills is not clear tm&t Meter Opt-Out customers, and the
method does not appear to ever have been explariadm.

Recommendations:

This addendum makes the following recommendations:

1. PG&E should change its Smart Meter Opt-Out bilineation methodology to account for

historical usage data. The accuracy of estimatiap be determined by examining whether
the date of meter reading affects estimated usatjerps of customer populations.



2. The CPUC and PG&E should examine the extent tolwimaccurate bill estimates have
caused Smart Meter Opt-Out customers to be undeverbilled and determine appropriate
remedies.

3. The CPUC should approve PG&E estimation formullao(tgh Tier 1 advice letter), and any
formula should cap the year-over-year increaselnll ¢hat is estimated and not measured.

4. Estimated bills for months when Smart Meter Opt-Qugtomers’ meters are not read are
already determined following the previous monthiten read. PG&E should therefore
provide the estimated month’s bill cost at the bagig of the billing period instead of
waiting until the end.

Bill estimation methods have greatly contributed tadbill spikes this winter for customers who
don’t use Smart Meters.

Following the release of the March 1, 2017 repsigif expected to see customers who had high
January bills to have significantly lower Februbiljs for the following reasons:

1) PG&E's system gas use for residential and scmmlimercial customers was down 27% in
February: presumably due to lower temperatures.

2) Customers who submitted bills to the office wblé attuned to their usage and most likely
reduce it in subsequent months.

Some customers, however, had similarly high bdlsFebruary 2017-more than triple their

February 2016 bills. Upon investigation, it wasadletined that these customers participate in the
Smart Meter Opt-Out program, and their Februarg bidd been estimated. For those Smart Meter
Opt-Out customers who provided the office with theglls, both the December and the February bills
had been estimated based on the previous montggus

This method of estimating bills causes gas biltsvieo winter months to be much too high by the
following mechanism:

1) The gas meter is not read in December, but #eemdber bill is assumed to the same as that in
November. The December estimated bill thereforeeteatimates the actual December usage,
as PG&E's residential and small commercial systeesuoughly 35% less gas in November
as it does in December.

2) The gas meter is read in January, and the cestsneharged not only for January usage
(generally the highest of the year) but also foc&unber usage above that which had been
underestimated. This leads to a large bill spike.

3) The gas meter is not read in February, and Bepusage is estimated to be the same as
January usage. Customers who have tried to conaeeveonfused and frustrated. February
usage is dramatically overestimated because—oaftbping inflated with unrecognized
December usage—PG&E’s February residential andl smaimercial system usage averages
20% less than January usage. This leads Februa/fls to be significantly higher than
those in February 2016.

! http://www.pge.com/pipeline/operations/historicathives/mo_customer_class/index.page
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4) The gas meter is read in March, the Februaignatt will be demonstrated to be too high, as
the difference between the actual March/Februaagesind the February estimate is expected
to be very low and possibly negative for a largeset of Smart Meter Opt-Out customers.

As bi-monthly billing was not authorized for PG&Efbre January 15, 2016, this is the first winter
that Smart Meter Opt-Out customers were subjecastich an effect.

A similar effect can be expected on customers whueters were read in even months (October,
December, February) if their bills were estimatethie same manner, though their peaks would be in
December and January instead of January and Fgl{semFigure 1).

While the CPUC has approved bi-monthly meter regdiith bills based on estimated usage in the
months in which the meters are not read, the CP&nbt required approval of the estimation
methodology. PG&E has been given a great deakgitfility in determining its methodology, which
is described generally in its Gas Rule 9 and Eke&ule ¢:

“Estimated consumption for this purpose will beatahted considering the customer's prior
usage, PG&E's experience with other customerseg#ime class in that area, and the general
characteristics of the customer's operations.”

In the March 1 report, staff highlighted an issugeve the averaging of the gas usage over the five-
month winter baseline period led

to customers receiving too small a Effect of Bi-Monthly Meter Reading on PG&E Bill Spikes

Tier 1 allocation in the coldest $250.00

months, particularly December and
January, resulting in artificially

.
high bills in those months. The % p200.00 .

March 1 report also suggests that g Y

increasing bills during the coldest § $150.00

months not only makes it difficult

for customers to understand how = $100.00 &

to manage their energy use but ?n - i Ocded Months

also harms those customers on § r / fven Months

fixed income or who otherwise T P00 +—Monthly

depend on prediCtable energy costs ~—Manthly, proposed haseline change

to manage their household s0.00

budgets. The bill spikes on the gas October MNovember December  January  Felwuary  March

Smart Meter Opt-Out customers

. . ! Figure 1: Comparison of October through March PG&E gas bills
described in this addendum dwarf P 8 8

. for the “average” customer’s use. The winter bill spikes

that effect, as can be seen in associated with insufficient Tier 1 usage allowance (the difference
Figure 1, and r_epresent ‘_"m EVeN  petween the blue and purple lines), as discussed in the March 1
more substantial hardship on report, is dramatically less significant than the spikes associated

CUStomeraSFigure lassumes the  with improper estimation described in this addendum.
“average” customer use.

2 hitps://www.pge.com/tariffs/assets/pdf/tariffoooS RULES_9.pdfSheet 2;
https://www.pge.com/tariffs/assets/pdfitariffbookBEC RULES 9.pdfSheet 2.

3«Average” customer use estimated as in the Maropbrt. Calculations assume the baseline allocatio
territory “S” is at its stated 70% of average usd & a good proxy for the weighted average basdtirall
PG&E territories. The average use per baselinédgyrand the number of customers in each basédiméory

3



Additionally, poorly estimated bills can createarapt usage history dataset for customers, making
it all but impossible to predict customer usagéehmfuture, exacerbating the difficulty of providin
customers with accurately estimated bills.

Poor estimates of usage can lead to inaccurate Billperhaps causing customers to overpay

The effect of estimated bills is not merely to aaosstomers to pay for usage in the wrong billing
periods, but it can also cause customers to paywtbeg amount. Usage volatility across different
billing periods increases bills, even if the tatahge remains the same, as Tier 2 rates are higirer
Tier 1 rates.

As customers have different usage patterns, ibigassible to determine whether under this bill
estimation method they may be over- or underpawiitigout examining their individual usages. For
this reason, it is important to ensure the accutdi¢le estimation method. The more accurate the
estimation, the less it matters when or how oftenrheter is read. The estimation method need not be
perfect, but any costs it adds to customers shuoeilgss than the cost those customers would ihcur i
PG&E sent meter readers to their homes every miastbad of every other month.

The CPUC should require PG&E to submit its bilirastion methods for approval, presumably
through the informal though transparent Tier 1 eelVetter process (a term of art, not to be comfuse
with Tier 1 and Tier 2 rates). An appropriate meltiogy would likely consider both billing periods
in the previous year and those of the previous madFttis problem has built-in control groups, as one
could compare usage patterns of those customesmart meters and Smart Meter Opt-Out
customers whose meter is read at different pomtseé two-month meter reading cycle.
Appropriately-controlled subpopulations in theseugs should have the same usage patterns. If the
usages don’'t appear to match, it may be the resalbilling artefact. The CPUC and PG&E should
examine prior bills—especially those of this wirtdp make sure that Smart Meter Opt-Out
customers are not overpaying for service due to Tigsage being recognized in a different billing
period as Tier 2 usage. This cannot be perfectbykn however it can likely be estimated to a
greater degree of confidence than the method whathg bills based on prior usage that has been
described in this addendum.

Also, the CPUC should not allow a gas or electtilityito estimate a customer’s usage as triplé tha
of the same period the previous year without tilgyutlemonstrating such an estimation to be
appropriate. Billing a customer three times thempyear usagwithout reading the metemd without
justification is neither just nor reasonable and im@ inconsistent with the requirements if not the
spirit of Public Utilities Code § 451.

data is be needed to determine a more accuratageveustomer usage, but that information has ridigen
provided by PG&E.

* § 451.All charges demanded or received by any publiitytor by any two or more public utilities, fong
product or commodity furnished or to be furnishedy service rendered or to be rendered shalisteand
reasonable. Every unjust or unreasonable chargamtie or received for such product or commodity or
service is unlawful.

Every public utility shall furnish and maintain $uadequate, efficient, just, and reasonable service
instrumentalities, equipment, and facilities, irdihg telephone facilities, as defined in Sectiorl5#f the Civil
Code, as are necessary to promote the safetyhheathfort, and convenience of its patrons, empsyand
the public.

All rules made by a public utility affecting or paining to its charges or service to the publididha just and
reasonable.



In examining combined gas and electric customés;, hilis clear that this method of determining
estimated usage by assuming previous month’s usageiniversal in PG&E’s billing. One
customer, for instance, had a September 2016 ielbiltrthat was significantly overestimated,
leading to a roughly $600 electric bill. This esdbe had not been based on the previous month. The
following month, when this customer’s electric metas read, the bill was negative. The usage for
the next month was not estimated to be negativeskusibly, estimated as positive. At the time of
this addendum PG&E had not responded yet to a séfpreits methodology in estimating bills for
Smart Meter Opt-Out customers. PG&E may also have chanagement issues, as in one case the
previous month’s usage was noted as “N/A” in ongipo of the bill but clearly displayed in a
different part of the bill. If PG&E doesn’t haveady access to its customer data in estimating [ills
might have to rely on inappropriate measures.

Why surprise customers on estimated bills?

When a customer is issued a bill following theirteneeading, his or her estimated bill for the next
month is already determined, and so it shoulddiedion the bill. Customers are often not aware of
this fact, and so a customer may go to extreme unesi$o reduce usage and then be shocked to find
their bill unchanged from the previous month.



